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The threat of a general strike and of 6,000 campesinos marching on Asuncion forced Paraguay's
President Luis Gonzalez Macchi to backtrack on his plans to privatize several state-owned
companies. The defeat has deepened the political crisis and brought demands for the president
to resign. In his three years in office, Gonzalez Macchi has lurched from one crisis to the next.
His party, the Asociacion Nacional Republicana (ANR, Partido Colorado), is wracked by internal
divisions. The president and his administration have faced constant accusations of corruption.
The latest crisis centers on the president's controversial privatization plan. The cornerstone of the
plan was the communications firm Compania Paraguaya de Comunicaciones (Copaco). Its sale
was postponed three times because of accusations that the process was flawed. The latest date
for the sale was June 14. Gonzalez Macchi considered the Copaco sale essential because he said it
would bring the government US$400 million, which would go to infrastructure projects to restart
the economy, in recession since 1995. While experts estimated Copaco's value at US$600 million,
the government set a base price of US$400 million, considered a giveaway by lawmakers of both the
Partido Colorado and the opposition.
In addition, a notary friend of the president received US$500,000 for work connected with the
Copaco sale that should have been done by government notaries. And, in late May, prosecutors
filed fraud charges related to the Copaco sale against former minister of state reform Juan Ernesto
Villamayor. Another target for privatization was the potable water company (Empresa de Servicios
Sanitarios Publicos, Essap). That sale was postponed from June 27 until September because of
complaints of irregularities in the process.
On May 18, leaders of the two major campesino organizations, the Federacion Nacional Campesina
(FNC) and the Mesa Coordinadora Nacional de Organizaciones Campesinas (MCNOC), announced
a round of protests in a renewed attempt to stop the privatization process. FNC leader Marcial
Gomez told reporters that his people would block roads in various areas throughout the country.
"The FNC also opposes the proposed anti-terrorism law and a measure to apply the IVA [impuesto
al valor agregado] to unprocessed agriculture goods," he said.
On May 28, the Congreso Democratico Popular, which includes union officials, campesino leaders,
and heads of political and social movements, carried out an anti-government protest. Several
thousand people gathered in front of the Panteon Nacional de los Heroes, where speakers addressed
the critical social, economic, and political situation. Meanwhile, demonstrations against privatization
continued in the interior of the country. On May 29, the government agreed to six of the seven
demands of the protesters, including dropping both the proposed anti-terrorism law and the
application of the IVA to farm products. But government representatives said the sale of Copaco was
not negotiable. That being the case, campesino leaders said, demonstrations would continue.
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Repression of marchers escalates crisis
On June 1, Eduardo Ojeda, leader of the Central Nacional de Trabajadores (CNT), said that army
troops had taken up positions in San Pedro, 250 km east of Asuncion, where 1,000 campesinos were
camped, carrying out sporadic road blocks. Ojeda warned the government that repressing the
demonstrators could have serious consequences. His warning came after presidential spokesperson
Jamie Bestard said that, "if needed," the armed forces would help the Policia Nacional keep order
during the protests. In this context, union leaders called an indefinite general strike for the following
week to protest the economic crisis and government corruption.
The crisis reached a climax June 4 in the city of Coronel Oviedo, 140 km east of Asuncion, when
police tried to stop about 5,000 campesinos marching toward Asuncion. When marchers tried to
break through a police cordon to continue their march, 34-year-old Calixto Cabral was shot in the
head and killed. At least five other marchers were injured. The Congreso Democratico Popular then
broke off talks with the "criminal" government of Gonzalez Macchi. Given the magnitude of the
campesino protests and his lack of political support, the president called an emergency Cabinet
meeting, and, a few hours later, announced his decision to indefinitely postpone the Copaco sale to
"calm things down."
Opponents saw the decision as another indication that the president had lost the ability to govern.
Luis Wagner a member of the opposition Partido Liberal Radical Autentico (PLRA) and a former
minister of agriculture said that "neither the Partido Colorado nor Mandrake the Magician can
prevent Gonzalez Macchi's imminent fall from power." Wagner said that Paraguay needed to install
a "government of national emergency" until 2003, headed by Vice President Julio Cesar Franco, also
of the PLRA. On more than one occasion, Franco has criticized the privatization of Copaco because
of the "lack of transparency" in the process and the "irresponsible" way it was being handled by
Gonzalez Macchi.
On June 5, the Senate called an extraordinary session, during which they voted to rescind Law 1615,
the state-reform law, which included the privatization of state companies. Press reports speculated
that the vote is the first step by the opposition and dissident members of the Partido Colorado
toward impeaching Gonzalez Macchi. Although the administration had capitulated, some of the 500
campesinos who had been camped in front of the Congress building for two weeks said protests
would continue, now targeting corruption.
Meanwhile, Partido Colorado president Nicanor Duarte said the privatization of Copaco "is a
process that has failed, and if a process fails, then those who have organized it must resign or leave."
However, Gonzalez Macchi said he had no plans to resign, and he called on Congress and social
organizations to engage in a "broad dialogue" to work out "the differences that may exist with
respect to the major social and economic issues under debate today."
Campesino victory has economic consequences
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The forced decision to call off the privatizations was a double blow to Gonzalez Macchi. It reinforced
his image as an increasingly weak and ineffective president, and it threatened to make the
precarious economy worse. An already approved International Monetary Fund (IMF) contingency
loan for US$70 million is now at risk, as is IMF and World Bank support needed for any other
financing. Economy Minister James Spalding said an important part of the standby agreement
with the IMF rested on the privatizations. Government officials headed to Washington, hoping
to find understanding from the lenders. Meanwhile, the president was weighing the economic
consequences of his decision.
On June 9, the administration said it was preparing an economic contingency plan, which would
include hikes in rates for basic services, salary adjustments, and overall belt-tightening. Planning
Secretary Luis Alberto Meyer said scrapping the privatization process would have serious
repercussions. "The sales would have provided the government money to carry out projects to
reactivate the economy," he said. Looking for political capital, Partido Colorado Sen. Juan Carlos
Galaberna said the protests were backed and financed by supporters of former Gen. Lino Oviedo,
who is living in exile in Brazil. Oviedo has said he plans to return to Asuncion to run for president in
2003 (see NotiSur, 2001-12-07).
Whether or not Oviedo tried to stir things up, Gonzalez Macchi's problems have other causes,
among them an inefficient government and widespread corruption. Ten percent of the population
is employed by the government, and state-employee salaries absorb 90% of the budget a tribute to
the clientelism that has kept the Partido Colorado in power since 1948. Contraband contributes US
$10 billion to the economy annually, equal to the GDP. The government has been unable to improve
its tax-collection system, which obtains only about 40% of what is owed. Statistics published in
mid-2001 said 48% of the population live below the poverty line, only one-fourth of the population
have potable water, and 25% of children under 12 suffer from malnutrition.
On June 5, the Coordinadora de Productores Agricolas de Paraguay said it was launching a
campaign to force early elections. Organization president Hector Cristaldo said the decision came
after a meeting to consider the severity of the political crisis. General elections are scheduled for
May 2003, but Cristaldo advocated upping the date to October 2002. 
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